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U.S. Department of Housing and Urban
Development

Office of Public and Indian Housing

Special Attention: Interim Notice PIH 96-61 (HA)
Directors, Offices of Public Housing;

Administrators, Offices of Native American Issued: August 6, 1996

Programs, Offices of Housing; Section 8 Expires: December 31, 1996

Public Housing Agencies and Indian Housing

Authorities

Cross References:

Subject: Tenant-Based Rental Vouchers or Certificates for Unassisted Low Income Residents of
Preservation Eligible Projects Approved for Prepayment of the Mortgage or Voluntary Termination of
the Mortgage Insurance

1. Purpose. This notice alerts public housing agencies and
| ndi an housing authorities (HAs) that in Federal Fiscal
Year 1996 the Departnment of Housing and U ban Devel opnent
(HU) wll provide funds for Section 8 voucher and
certificate tenant-based assistance for unassisted | ow
i nconme residents of preservation eligible projects where
the owner elects to prepay the nortgage or is approved
for voluntary termnation of a nortgage insurance
contract. The notice also provides infornation on the
statutory requirenments governing these special rental
vouchers and certificates.

2. Backgr ound. The Bal anced Budget Downpaynent Act 11 of
1996 (P.L. 104-134, 110 Stat. 1321) provides that subject
to the availability of appropriated funds, an unassi sted
lowinconme famly residing in an eligible preservation
project on the date of the owner's prepaynent or
voluntary termnation nust be offered tenant-based
assi stance under section 8 if, as the result of a rent
increase no later than one year after the date of the
owner's prepaynent or voluntary termnation, the famly's
rent exceeds thirty percent of adjusted incone. The |aw
est abl i shes speci al requirenents concerning the m ni num
amount of famly contribution towards rent and the
voucher paynment standard or certificate Fair Market Rent
(FMR) that is used to conpute subsidy for these famlies.




Rental vouchers and certificates under this notice are
only offered to |l owinconme famlies (which includes very
lowincone famlies) that are unassisted at the tinme of
the prepaynent or voluntary termnation. The Depart nment
w Il follow existing procedures for providing continued
rental assistance to all famlies currently receiving
Section 8 tenant-based or project-based assistance in the
affected projects.

Tenant - based assi stance will be offered to residents of
proj ects covered by the Emergency Low | ncome Housi ng
Preservation Act of 1987 (ELIHPA) and the Low I ncone
Housi ng Preservation and Resi dent Homeownership Act of
1990 (LIHPRHA). HUD s O fice of Housing will identify
eligible projects for assistance under these provisions.
To be considered an eligible project, the project nust
have:

(a) a market rate nortgage insured or held by HUD under
the 221(d)(3) programw th rental suppl enent or
Section 8 Loan Managenent Set Aside;

(b) a below narket interest rate nortgage insured or
hel d by HUD under the 221(d)(3) program

(c) a nortgage held, insured or otherw se assisted by
HUD, the state or a state housi ng agency under
Section 236;

(d) a purchase noney nortgage fornerly insured under
Section 221(d)(3) or 236 and now held by HUD, or

(e) a nortgage held by a state agency as a result of a
sal e by HUD wi thout insurance, which imredi ately
bef ore the sal e woul d have been eligi bl e | owincone
housi ng under LIHPRHA; which nortgage (1) for
LIHPRHA projects is, or is within 2 years of being,
eligible for prepaynent by contract or regulation in
effect before February 5, 1988 wi thout HUD s prior
approval ; or (2) for ELIHPA projects is, or is
within 1 year of being, eligible for prepaynent
under regul ation or contract in effect before
February 5, 1988.

HD State and Area Ofices will Contact HAs. HJD s
G fice of Public and I ndian Housing and the O fice of
Housing will shortly issue detailed instructions

regardi ng the fundi ng nade available for this purpose and
the specific procedures for the reservati on of funds,
execution of the ACC and the draw down of funds. The HUD
State or Area Ofice of Public Housing will contact an
appropriate HA with jurisdiction in the area where each
eligible project is located to determne if the HAis
wlling to admni ster the tenant-based voucher or
certificate assistance for the eligible famlies |iving
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in each affected devel opnent. The HUD State or Area
G fice decides which HAis the appropriate agency to
adm ni ster the tenant-based rental assistance.

Famly Higibility for the Special Rental Vouchers or
Certificates .

(A Lowlncone Famly .

(1) In order to be eligible for one of these renta
vouchers or certificates, the famly nust be an
unassi sted | owincone famly (which includes a
very lowinconme famly) residing in the
eligible project on the date of the prepaynent
or the voluntary termnation. Upon owner
notification of intent to prepay the nortgage
or termnate the insurance, and confirmation
fromthe appropriate HA that it wll admnister
the assistance, the HUD State or Area Ofice of
Housi ng will send each unassisted | owi ncome
famly in the affected project a letter
identifying the adm ni stering HA and descri bi ng
t he circunstances under which the famly nay
qualify for one of these special rental
vouchers or certificates. The letter wll ask
the famly to contact the HAif all the
conditions for eligibility are nmet. (The
additional conditions of eligibility are
di scussed bel ow. )

The HUD State or Area Ofice of Housing will
send the admnistering HA a list identifying
the potentially eligible unassisted | owincome
famlies and the rents in the eligible project
on the date of the prepaynent or vol untary
termnation. The famly, however, is
ultimately responsible for contacting the
admnistering HA if the owner decides to
increase the famly's rent so that the famly
is eligible for the rental voucher or
certificate. Famlies on the list provided by
HUD may or may not meet the eligibility
criteria or elect to apply for the rental
voucher or certificate.

(2) Wen the famly contacts the HA, the HA nust
determne if the famly still neets the
definition of a lowinconme famly. (In
accordance with the programregul ati ons at
8982. 201(e), the HA nust receive information
verifying that an applicant is eligible within
the period of 60 days before the HA i ssues a
certificate or voucher to the applicant.) The
HA conpares the famly's current annual incone
(gross incone) with the HUD established | ow
incone limt for the area. A lowincone famly



(B)

is a famly whose annual incone does not exceed
80 percent of the nedian inconme for the area,
as determned by HUD, with adjustnents for
smal l er and |arger famlies.

Rent I ncrease Effective No Later Than Ohe Year After

the Date of Prepavnent or Voluntary Ternination that

Results in Famly Paying Mre than 30 Percent of
Adj usted | ncone for Rent

A lowincone unassisted famly is only eligible for
one of the special rental vouchers or certificates
i f:

(a) Arent increase will take effect no later than
one year after the date of the prepaynent or
voluntary termnation and

(b) The famly's new post-increase gross rent woul d
exceed thirty percent of the famly's adjusted
nmont hly i ncone.

Alowincome famly that is already paying nore than
30 percent of adjusted nonthly incone for gross rent
at the date of the prepaynent or termnation
qualifies for the certificate or voucher if the
owner has proposed to increase the rent in the year
foll owi ng the prepaynent or termnation, and the
increased rent woul d exceed thirty percent of

adj usted i ncone.

To qualify for issuance of special preservation

t enant - based assi stance, the rent increase nust be
effective no later than one year after the date of
the prepaynent or voluntary termnation. A famly
does not qualify for special tenant-based assistance
based on a rent increase that woul d be effective
after the one year anniversary date of the
prepaynent or voluntary termnation

Qoss rent is the sumof the rent payable to the
owner and any utility allowance. (If the proposed
contract rent does not include all the utilities,
the utility allowance schedul e of the admnistering
HA is used to cal culate the new gross rent of the
unit.) The famly nust present docunentation
confirmng that the owner intends to increase the
rent, and the anount of the new rent after the
increase (e.g., the owner's rent increase notice or
a letter fromthe owner indicating the owler intends
to increase the rent and the anmount of the rent
dermanded by the owner).
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Wien the famly contacts the admnistering HA the
HA nust determne that the famly woul d be payi ng
nmore than 30 percent of adjusted nonthly income for
gross rent after the owner's rent increase takes
effect. If the famly would not have to pay nore
than 30 percent of adjusted nonthly incone for gross
rent after the rent increase, the famly is not
eligible to receive a rental voucher or certificate
under this notice.

| ssuance of Certificate or Voucher

Before issuing a certificate or voucher to the
famly, the HA nust determne if the famly wants to
stay inits present unit.

If a famly chooses to nove fromits present unit,
the HA may issue either a certificate or voucher to
the famly.

If the famly chooses to stay in the famly's
present unit and if the owner's proposed gross rent
is equal to or exceeds the HA voucher paynent
standard for the famly unit size, the HA nay
provi de assi stance under the voucher programor the
certificate program However, if the famly chooses
to stay inthe famly's present unit, and if the
proposed gross rent for the famly's present unit is
| ess than the HA voucher paynent standard for the
famly unit size, the HA nay only provi de assistance
under the certificate program

5. Special Conditions: The Paynent Standard/ FMR and M ni hum

Amount of Famly Contribution

(A

First year only .

There are several special requirenents for the
preservation certificates and vouchers. These
speci al requirenments only apply during the first
year of assistance. |In all other respects the
certificates and vouchers are subject to nornal
programrules. |If a certificate or voucher turns
over during or after the first year of assistance,
the funding will be used for the HA' s regul ar

t enant - based programand wi Il be subject to the
nor mal programrul es.



(B) Paynent Standard and Fair Market Rent Were the

Fam |y Chooses to Stay in the Sane Unit

(1)

(2)

(3)

Staying in sane unit: Certificate program

In general, for a famly staying in the same
unit with assistance under the certificate
program the HA may approve the proposed gross
rent if the proposed gross rent (rent to owner
plus any utility allowance) of the unit rented
by the famly is reasonable in conparison with
rents for conparabl e unassisted units in the
mar ket area, even if the proposed gross rent
exceeds the otherw se applicable FMR exception
rent limt for the unit rented by the famly.
(Note, however, the effect of the famly unit
size limtation di scussed bel ow )

Staying in sane unit: Voucher program

For a famly staying in the same unit with
assi stance under the voucher program the
paynent standard used to cal cul ate the voucher
housi ng assi stance paynent is:

(a) the gross rent of the famly's unit; or

(b) if the famly unit size on the voucher is
smaller than the actual unit size, the HA
paynent standard for the famly unit size.

The gross rent nust be reasonable. |If the rent
is reasonable, the HA conpares the rent to the
HA paynent standard. The HA nay only provide
voucher assistance to stay in the famly's
present unit if the gross rent is equal to or
exceeds the HA paynent standard for the famly
unit size. |If the HA paynment standard for the
famly unit size is higher than the gross rent,
the HA nust give the famly a certificate.

Effect of famly unit size limtation

The HA issues the eligible famly the
certificate or voucher based on the HA subsidy
standards, not on the actual size of the unit
the famly is presently occupying. |If a famly
qual i fies under the HA subsidy standards for a
smaller famly unit size than the actual size
of their current unit, the regul atory

requi renents at 8982.402(c) regarding the
effect of the famly unit size on the maxi mum
subsi dy are applicabl e:



(4)

(i) For assistance under the certificate
program the sumof the initial contract
rent plus any utility allowance (gross
rent) may not exceed the FMR/ exception
rent limt for the famly unit size.

Exanple: If the famly qualifies under the
HA subsi dy standards for a one bedroom
certificate and the actual unit size is a
two bedroom the proposed gross rent may
not exceed the one bedroom FMR excepti on
rent limt.

(ii1) For assistance under the voucher program
t he payment standard for the famly may
not exceed the paynment standard for the
famly unit size.

Exanple: If the famly qualifies under

t he HA subsidy standards for a one bedroom
voucher and the actual unit size is a two
bedroom the paynent standard will be the
HA one bedroom paynent standard, as
opposed to the gross rent of the unit.
(Note the famly may not be issued a
voucher to stay in the unit if the
proposed gross rent is |less than the one
bedr oom paynent standard.)

Move:  Nornmal PS or FMR Appli cabl e.

In all cases where the famly deci des to nove,
the regul ar HA paynent standard or the
FMR exception rent limt is applicable.

If the proposed assisted rent for the famly's
current unit in the preservation project is not
reasonable in relation to conparable units, the
famly nmust nove in order to receive tenant-
based assi st ance.

(© Moninum Rent

(1)

add gross rent

Regardl ess of whether the famly stays or

noves, the lawrequires that a famly nust pay

for rent no less than the gross rent the famly
was paying on the date of the prepaynment or the
voluntary term nation.

The HA utility allowance is used to calcul ate
the gross rent for the unit and for the HAP
cal cul ati on.



(2) Moucher program

For a famly assisted under the voucher programthat
is staying inits present unit and the famly unit
si ze on the voucher is not snaller than the actual
unit size, the housing assistance paynent wll equal
the new gross rent for the unit mnus the greatest
of :

(a) 30 percent of the adjusted famly incone;

(b) 10 percent of the famly nonthly incone
(gross nonthly incone); or

(c) the gross rent the famly was paying on the
date of the prepaynent or voluntary
termnation.

For a famly assisted under the voucher programthat
is (1) noving fromthe unit or (2) is staying in the
unit but the famly unit size on the voucher is
smal |l er than the actual unit size, the housing

assi stance paynent equals the | esser of:

(a) The HA paynent standard m nus 30 percent
of the adjusted famly incone; or

(b) The gross rent of the famly's unit m nus
the greater of:

(1) 10 percent of the famly nonthly
i ncone (gross nonthly incone); or

(2) The gross rent the famly was paying
on the date of the prepaynment or
voluntary term nation.

(3) Certificate program .

For a famly assisted under the certificate
program regardl ess of whether the famly stays
in the unit or noves, the total tenant payment
for the famly is the greatest of:

(a) 30 percent of famly nonthly adjusted
i ncone;

(b) 10 percent of famly nonthly income (gross
nont hly incone);

(c) Welfare rent in as-paid states; or
(d) The gross rent the famly was payi ng on

the date of prepaynent or voluntary
termnation.



Exanpl es denonstrating how t hese special conditions
affect the rent calculations for a certificate
famly and a voucher famly are attached to this
noti ce.

(D) Normal Program Requirenents . The special conditions
regarding the famly's mnimumcontribution and the
hi gher paynent standard/FMR for stayers remain in
effect for the first twelve nonths the famly
receives the rental voucher or certificate
assistance. At the end of the initial year of
assi stance the nornmal programrequirenments of the
rental voucher or certificate programwll apply,
since the tenant-based assistance wll be renewed
t hrough regul ar program fundi ng.

HAs will earn the same ongoing fee and prelimnary
fee for these certificates and vouchers as they do
under the regular programrules. The speci al

certificates and vouchers will increase the m ni nrum
size of the HA's Fam |y Self-Sufficiency (FSS)
program

6. Further Information . Any questions regarding this notice

shoul d be addressed to the (perations Dvision, Ofice of
Rental Assistance, at (202) 708-0477.

/s/

Kevi n Emanuel Marchman, Acting Assi stant
Secretary for Public and I ndi an Housi ng



Exanpl es of Rent Cal cul ations for Preservation Vouchers and
Certificates for Stayers

Certificate Program

The Smth famly is in a 2 bedroomunit and is issued a
2-bedroomcertificate under the HA subsidy standards.

Contract Rent at Prepaynent = $370
Wility Al onance = $50
@G oss Rent paid by Fanmly at Prepaynent = $420
2BR FMR/ exception rent limt= $525
1BR FMR exception rent limt= $430
Proposed Contract Rent = $580
Wility All onance = $50
Proposed G oss Rent (is reasonable) = $630
30% of nonthly adjusted i ncone = $290

10% of total nonthly incone= $110

A Rent Limtation

1. The proposed rent is reasonabl e.

2. The actual unit size is not larger than the famly unit

size. Therefore, the proposed rent is acceptable.
If the famly noves, the regul ar FMR exception rent
[imts apply.

The Smth famly wi shes to stay in their current unit.
Since the proposed gross rent is reasonable, the HA
approves the rent, even though it exceeds the

FMR/ exception rent limt.

Not e: If the Smth famly only qualified for a one
bedroomcertificate, the Smth famly woul d
have to nove to recei ve assi stance since the
one bedroom FMR exception rent limt of $430
woul d be appli cabl e.

B. Total Tenant Paynent

TTP = $420 Since the famly nust pay at |east the
gross rent it was paying on the date of
prepaynent, the TTP for the Smth famly
is $420, even though 30% of nonthly
adj usted incone is only $290.

C. Rent Calculation

Contract Rent to Oaner = $580
Wility Al onance= $50
Goss Rent (CR + UA) = $630

TTP (greater of gross rent famly was

payi ng at prepaynent, 30% adj usted

nmont hl'y incone, 10% gross nonthly

i ncone, or welfare rent

in as-paid states) = $420
Tenant Rent (TTP - UA) = $370
HAP (CR- TR = $210



Voucher Program

The Jones famly is in a 2 bedroomunit and is issued a
2 bedr oom voucher under the HA subsidy standards. The Jones
famly will stay inits current unit.

Contract Rent at Prepaynent = $370

Wility Al onance = $50

Q@ oss Rent Paid by Famly

at Prepaynent = $420

2BR Paynent Standard = $495

Proposed Contract Rent = $580

Wility All onance = $50

Proposed G oss Rent = $630 (i s reasonabl e)
30% of adj usted nonthly incone = $290

10% of gross nonthly incone = $110

Paynent St andard
Payment Standard Determ nation Steps For Stayers

1. Proposed rent nust be reasonabl e.

2. | s proposed gross rent ($630) equal to or greater
t han HA paynent standard for famly unit size
($495)? |If not, issue certificate.

3. I's actual unit size greater than the famly unit
size on the voucher? |If no, proposed gross rent is
paynent standard. |[If yes, use HA paynent standard
for famly unit size on voucher.

Short-Qut Voucher Subsidy Cal cul ation for Stayer where Paynent

Standard is G oss Rent.

a. Proposed G oss Rent = $630
b. mnus greatest of 30% adjusted nonthly incomne

($290); 10%gross nonthly incone ($110) or

gross rent paid by famly at prepaynent ($420)= $420

C. Housi ng Assi st ance Paynent = $210
Voucher Subsidy Cal culation (Long Form

A Paynent Standard = $630
B. 30%of Adjusted Monthly |ncome = $290
C.  Maxi num Subsidy (A-B) = $340
DD HA Wility Al owance= $50
E. Rent to Oaner= $580
F. Qoss Rent (D+E)= $630
G @Qoss Rent less Maxi num Subsidy (F-Q = $290
H 10%of Total Monthly | ncone= $110
|. @oss Rent at Prepaynent= $420
J. MnimumFanily Contribution (higher of Hor |)* = $420

K Total Famly Contribution (higher of Gor J) = $420
L. @Qoss Rent less Famly Contribution (F-K)= $210
M Total Voucher Subsidy (lower of Cor L) = $210
N HAP to Omer (lower of Eor M = $210
Q Fanmly Rent to Omer (E-N = $370
P. Wility Reinbursenent to Famly (MN = 0

* Regardl ess of whether the famly stays or noves, the
mnimumfamly contribution is the greater of 10% of total



nmonthly inconme or the gross rent the famly was paying on the
date of prepaynent/termnati on.

The G eene famly is in a 2 bedroomunit and is issued a
1 bedroom voucher under the HA subsidy standards. The G eene
famly wants to stay in its present unit.

Contract Rent at Prepaynent = $370
Wility Al onance = $50
@ oss Rent Paid by Famly
at Prepaynent = $420
2BR Paynent Standard = $495
1BR Paynent Standard = $400
Proposed Contract Rent = $580
Wility All onance = $50
Proposed G oss Rent = $630 (i s reasonabl e)
30% of nonthly adjusted i ncone = $290
10% of gross nonthly incone = $110
Paynent Standard Determnation for Stayers
1. Proposed rent nust be reasonabl e.
2. | s proposed gross rent ($630) equal to or greater
t han HA paynent standard for famly unit size
($400)? If no, issue certificate.
3. I's actual unit size greater than the famly unit

size on the voucher? |If no, gross rent is payment
standard. |If yes, use HA paynent standard for
famly unit size.

Voucher Subsi dy Cal cul ation

oz ZIrx&«—"IToOMmMo OW»
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Paynment Standard = $400
30% of Adjusted Monthly Incone = $290
Maxi mum Subsidy (A-B) = $110
HA bility A lowance= $50
Rent to Oaner= $580
Q oss Rent (D+E)= $630
@ oss Rent | ess Maxi num Subsidy (F-C = $520
10% of Total Monthly I ncone= $110
@ oss Rent at Prepaynent= $420

M ninum Fam |y Contribution (higher of Hor I)* = $420

Total Famly Contribution (higher of Gor J) = $520
G oss Rent less Famly Contribution (F-K)= $110
Total Voucher Subsidy (lower of Cor L) = $110
HAP to Omer (lower of Eor M = $110
Fam |y Rent to Oaner (E-N) = $470
UWility Reinbursenent to Famly (MN = 0

Regardl ess of whether the famly stays or noves, the

mnimumfamly contribution is the greater of 10% of total
nmonthly inconme or the gross rent the famly was paying on the
date of prepaynent/termnati on.



